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[  632(M)1  ] 

Title  14 — Aeronautics  and  Space 

CHAPTER  II— CIVIL  AERONAUTICS 
BOARD 

SUBCHAPTER  A — ECONOMIC  REGULATIONS 
[Beg.  ER-1025;  Arndt.  4] 

PART  243 — REPORT  OF  CHARTER  SERV¬ 
ICES  PERFORMED  FOR  THE  MILITARY 
AIRLIFT  COMMAND 

Summary  of  Operating  Statistics  and  Air¬ 
craft  Utilization — MAC  Charter  Contracts 

AGENCY:  Civil  Aeronautics  Board. 
ACTION :  Pinal  rule. 

SUMMARY:  This  final  rule  amends  the 
reporting  for  charter  services,  performed 
for  the  Department  of  Defense  (DOD) 

'  and  procured  by  the  Military  Airlift 
'  C(»nmand  (CAC),  so  as  to  provide  de¬ 
tailed  data  for  services  performed  in 
foreign  and  overseas  military  passenger 
transportation  with  standard  and 
stretched  jet  aircraft  under  the  various 
optional  minimum  load  standards. 

DATES:  Adopted:  November  3,  1977. 
Effective:  November  3,  1977. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

V  '''nard  S.  Friedman,  Postal  and  Mili- 
u..-y  Rates  Section,  B.F.R.,  B-66b, 
Civil  Aeronautics  Board,  1825  Con¬ 
necticut  Avenue  NW.,  Washington, 
D.C.  20428,  Phone:  202-673-5368. 

SUPPLEMENTARY  INFORMATION: 
Economic  Regulations  Docket  No.  29387, 
Amendment  No.  4  to  Part  243.  For  the 
reasons  set  forth  in  ER-1024,  being  is¬ 
sued  contemporaneously  with  this  final 
rule  amendment,  we  are  amending  Part 
243  (14  CFR  Part  243)  effective  Novem¬ 
ber  3.  1977,  as  follows: 

Amend  §  243.8(e)  to  add  the  following 
proviso: 

§  243.8  Schedule  D— 3— .Summary  of  op¬ 
erating  statistics  and  aircraft  utiliza¬ 
tion— MAC  Charter  Contracts. 

•  •  •  •  • 

(e)  *  •  • 

Provided.  That  in  reporting  the  miles 
flown  in  Category  B  passenger  charters, 
when  such  services  are  performed  with  a 
standard  ‘  or  stretched  -  aircraft  type  at 
more  than  one  of  the  minimum  aircraft 
loads  specified  In  Part  288.8  of  the  Eco¬ 
nomic  Regulations  (14  cm  Part  288.8) 
for  that  aircraft  type,  a  footnote  desig¬ 
nation  shall  be  pla-ed  after  the  total 
revenue  aircraft  miles  flown,  as  reported 
for  that  aircraft  type,  on  Line  10.  In  the 
Notes  section  at  the  bottom  of  Schedule 
D-3,  keyed  to  the  footnote  designation 
placed  after  the  reported  total  revenue 
aircraft  miles  flown  on  Line  10,  a  detailed 
summary  shall  be  provided  listing  the 
revenue  aircraft  miles  flown  in  each  spec- 


1 B-707-320B/C,  B-707-300  series,  DC-8-62 
and  DC-8F  aircraft. 

=  DC-8-F-61,  63  aircraft. 


ified  minimum  load  for  each  aircraft 
type. 

*  *  •  •  * 

(Secs.  204,  403  and  416  of  the  Federal  Avia¬ 
tion  Act  of  1958,  as  amended;  72  Stat.  743, 
758  and  771,  as  amended;  49  U.S.C.  1324,  1373 
and  1386). 

By  the  Civil  Aeronautics  Board. 

Phyllis  T.  Kaylor, 
Secretary. 

[FR  Doo.77-32523  Filed  11-10-77; 8: 45  am] 


[ 6320-01  ] 

[Reg.  ER-1024;  Arndt.  60] 

PART  288— EXEMPTION  OF  AIR  CARRIERS 
FOR  MILITARY  TRANSPORTATION 

Minimum  Charter  Rates  for  Foreign  and 
Overseas  Transportation 

AGENCY :  Civil  Aeronautics  Board. 
ACTION:  Final  rule. 

SUMMARY:  This  final  rule  amends  the 
minimum  military  charter  rates  for 
foreign  and  overseas  air  transportation 
services  performed  for  the  Department 
of  Defense  (DOD)  and  procured  by  the 
militant  Airlift  Command  (MAC).  The 
investigation  to  determine  the  fair  and 
reasonable  rates  for  these  services  was 
instituted  by  ER-962,  July  27,  1976,  in 
response  to  a  joint  nine-carrier  petition. 
The  amended  rates  will  increase  the  an¬ 
nual  MAC  charter  revenues  in  two  stages. 
Beginning  November  3, 1977,  the  carriers 
will  receive  a  5.24  percent  increase  over 
current  levels.  Another  0.7  percent  in¬ 
crease  will  become  effective  after  45  days 
unless,  based  on  comments  that  the  par¬ 
ties  are  authorized  to  file,  the  Board 
determines  that  the  initial  increase  is 
enough. 

DATES:  Adopted:  November  3,  1977. 
Effective:  November  3,  1977  and  Decem¬ 
ber  19,  1977  for  the  second  rate  increase 
in  Section  288.7(a)(1).  Due:  November 
25,  1977,  for  authorized  supplementary 
comments. 

ADDRESSES:  Persons  wishing  to  sub¬ 
mit  supplementary  comments,  as  author¬ 
ized  at  page  21  of  the  rule,  may  do  so 
through  submission  of  twelve  (12)  copies 
of  written  data,  views,  or  arguments, 
addressed  to  Docket  29387,  Docket  Sec¬ 
tion,  Civil  Aeronautics  Board,  Room  711, 
Universal  Building,  1825  Connecticut 
Avenue  NW.,  Washington,  D.C.  20428. 
Copies  of  such  communications  will  be 
available  for  examination  by  interested 
persons  in  the  Docket  Section  of  the 
Board,  Room  711,  Universal  Building, 
1825  Connecticut  Avenue  NW.,  Washing¬ 
ton,  D.C.  20428,  upon  receipt. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Leonard  S.  Friedman,  Postal  and  Mili¬ 
tary  Rates  Section,  B.F.R.,  B  -66b,  Civil 
Aeronautics  Board,  1825  Connecticut 
Avenue  NW.,  Washington,  D.C.  20428, 
Phone  202-673-5368. 


SUPPLEMENTARY  INFORMATION: 
Economic  Regulation  Docket  29387, 
Arndt.  60  to  Part  288.  By  EDR-321/ 
PSDR-46,  March  8,  1977,  the  Board  gave 
notice  that  it  had  under  consideration 
proposed  amendments  to  Parts  288  and 
399  of  its  Regulations  (14  CFR  Parts  288 
and  399)  which  would  revise  the  mini¬ 
mum  rates  for  foreign  and  overseas  air 
transportation  of  military  traffic  for 
DOD.  Comments  were  received  jointly 
from  six  carriers;  ‘  Capitol  International 
Airways,  Inc.  (Capitol) ;  The  Flying 
Tiger  Line  Inc.  (Tiger) ;  Northwest  Air¬ 
lines,  Inc.  (Northwest):  Pan  American 
World  Airways,  Inc.  (Pan  Am) ;  Trans 
International  Airlines,  Inc.  (TIA) ;  Trans 
World  Airlines,  Inc.  (TWA) ;  World  Air¬ 
ways,  Inc.  (World) ;  and  the  DOD.  Reply 
comments  were  submitted  by  the  Joint 
Carriers  and  Pan  American. 

The  proposed  rates  in  the  Notice  were 
predicated  on  carrier  and  DOD  fore¬ 
cast  and  supporting  detail  for  the  fiscal 
year  ending  September  30,  1977, 

screened  and  adjusted  in  the  light  of  (1) 
cost  data  furnished  by  the  carriers  for 
the  fiscal  year  ended  June  30,  1976,  used 
as  the  base  period:  (2)  other  reported 
data;  and  (3)  price  or  wage  increases 
actually  experienced  subsequent  to  the 
base  period  or  to  be  experienced  during 
fiscal  year  1977,  as  evidenced  by  exist¬ 
ing  contracts  or  similar  documentation. 
In  accordance  with  established  practice, 
the  Board  refused  to  recognize  any 
anticipatory  cost  increases  or  any  price 
or  wage  increases  which  were  not  ade¬ 
quately  supported.  In  addition  to  these 
routine  types  of  cost  adjustments,  it  was 
also  proposed  to  adjust  costs  and  realign 
the  rate  structure  so  that:  (1)  rates  for 
standard  and  stretched  jets  would  be 
based  on  commercial  charter  seat 
spacing  of  180  seats  for  standard  jets 
and  250  seats  for  stretched  jets  rather 
than  the  165/219  seat  configurations 
currently  in  use;  (2)  a  standard  10  per¬ 
centage  point  difference  in  the  ratio  of 
leased  to  owned  aircraft  between  the  in¬ 
dustry  and  each  individual  carrier  would 
be  used  as  a  reasonable  benchmark  in  de¬ 
termining  when  an  additional  leased  air¬ 
craft  profit  element  should  be  applied; 
and  (3)  the  current  minimum  rate 
structure  for  Category  B  passenger 
charters  would  be  replaced  with  a  two 
part  rate  structure  consisting  of  a  sep¬ 
arate  standard  jet  rate  at  a  level  ap¬ 
proximately  33  percent  higher  than  the 
stretched  jet  rate. 

We  have  decided  to  adopt  final  min¬ 
imum  rates  based  upon  the  rates  pro¬ 
posed  in  the  Notice  but  with  a  number 
of  significant  modifications.  These  ad¬ 
justments  and  modifications  are  incor¬ 
porated  into  the  rate  and  summarized 
in  the  preamble  to  the  rule.  Except  for 
these  modifications  and  adjustments, 
the  tentative  findings  and  conclusions  in 


» Airlift  International,  Inc.,  Capitol  Inter¬ 
national  Airways,  Inc.,  Overseas  National  Air¬ 
ways,  Inc.,  Seaboard  World  Airlines,  Inc., 
Trans  International  Airlines,  Inc.,  and  World 
Airways,  Inc. 
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EDR-321  are  incorporated  herein  and 
made  final.  The  major  change  from  the 
proposed  rule  is  that  instead  of  a  two 
part  rate  distinguished  by  type  of  equip¬ 
ment  there  will  be  a  four  part  rate  dis¬ 
tinguished  by  seating  density  as  well  as 
by  type  of  equipment.  This  has  been  ac¬ 
complished  by  establishing  reduced  min¬ 
imum  rates  for  standard  and  stretched 
jets  which  employ  commercial  charter 
seating.  Under  this  rate  structure,  DOD 
will  have  its  choice  of  4  different  rates 
for  Category  B  charter  service  ranging 
from  a  high  of  3.685  cents  per  mile  for 
standard  jets  with  conventional  military 
seating  to  a  low  of  3.016  cents  per  mile 
for  commercially  configured  stretched 
jets.  We  believe  that  with  these  modi¬ 
fications  the  minimum  rate  structure 
adopted  herein  will  provide  fair  and  rea¬ 
sonable  compensation  to  the  carriers 
and  at  the  same  time  provide  DOD  with 
the  flexibility  to  tailor  services  to  meet 
the  needs  of  its  diverse  military  trans¬ 
port  system. 

In  addition  to  these  structural  modi¬ 
fications,  various  ncaicontractual  costs 
will  include  an  allowance  for  anticipatory 
cost  increases.  These  costs  consist  of 
costs  for  insurance,  maintenance  and 
other  nonsalaried  items  of  expense  for 
which  increases  cannot  be  documented. 
The  complete  details  of  this  procedure 
are  set  forth  in  p.  20-21  along  with  the 
methodology  used  to  make  the  required 
adjustments.  However,  in  light  of  the 
fact  that  no  allowance  for  anticipatory 
cost  increases  was  made  in  the  Notice 
and  considering  the  likelihood  that  the 
ratepayer  may  object  to  such  increases, 
the  rates  which  have  been  adjusted  to 
reflect  these  costs  will  not  become  ef¬ 
fective  until  the  parties  have  been  af¬ 
forded  a  reasonable  opportunity  to 
evaluate  the  change  and  to  submit  com¬ 
ments.  To  implement  this  procedure, 
the  rates  herein  will  become  effective 
in  two  stages  with  the  rates  reflecting 
anticipatory  cost  increases  tentatively 
scheduled  to  go  into  effect  45  days  after 
the  date  that  the  rule  is  adopted.  In  the 
interim,  rates  will  be  established  based 
upon  the  past  accepted  technique  of 
using  historical  costs  adjusted  to  reflect 
known  contractual  increases  and  an  al¬ 
lowance  for  experienced  cost  inflation. 

Rate  Structure 

ALLOWABLE  CABIN  LOADS  (ACL) 

The  level  of  seating  (l.e.,  allowable 
cabin  loads)  for  military  charter  flights 
is  specified  in  each  carrier’s  MAC  con¬ 
tract.  At  the  present  time,  the  specified 
level  of  seating  for  aircraft  used  in  these 
services  is  165  seats  for  standard  jets 
and  219  for  stretched  jets.  In  response 
to  a  recommendation  by  the  Comptroller 
General  of  the  United  States,  the  Board 
proposed  to  increase  the  passenger  al¬ 
lowable  cabin  loads  (ACL)  to  which  the 
minimum  MAC  rates  would  apply,  con¬ 
sistent  with  seating  configurations  pro¬ 
vided  for  commercial  standard  and 
stretched  jet  charter  services.  It  was  con¬ 
cluded  that,  with  this  seating  change, 
less  flights  would  be  required  to  trans¬ 


port  MAC  traffic  and  thus  reduce  DOD’s 
costs  but,  more  importantly,  to  conserve 
fuel. 

The  Joint  Carriers,  Tiger,  and  Pan 
Am,  while  not  completely  opposed  to  the 
change,  believe  that  DOD  and  not  the 
Board  should  mandate  the  seating  den¬ 
sity  for  MAC  services.  The  Joint  Car¬ 
riers  also  charge  that  any  attempt  by 
the  Board  to  direct  the  carriers  to  estab¬ 
lish  prescribed  military  seating  specifi¬ 
cations  would  interfere  with  their  dis¬ 
cretion  under  section  401(e)  of  the  act  to 
adopt  schedules  and  change  equipment, 
citing  Continental  Airlines  Inc.  v.  C.A£.* 
in  which  the  Board’s  authority  vis-a-vis 
that  section  was  discussed.  ’The  DOD 
also  opposes  any  increase  in  the  mini¬ 
mum  seating  capacity  for  MAC  flights.  It 
argues  that  the  circumstances  of  the 
military  passengers  are  different  from 
commercial  trafBc  and  the  proposed 
seating  configurations  would  pose  dis¬ 
comfort  problems.  Alternatively,  DOD 
suggests  that  the  Board  fix  a  seat  mile 
rate  based  on  existing  capacity  figures 
and  leave  the  choice  of  accommodation 
(i.e.,  high  or  low  density)  to  DOD, 

Upon  consideration  of  the  comments, 
but  not  because  of  the  legal  considera¬ 
tions  raised  by  the  Joint  Carriers,®  the 
Board  has  determined  that  the  minimum 
ACL’s  proposed  in  the  Notice  should  not 
be  adopted  at  this  time.  Instead,  we  will 
retain  the  existing  configurations  of  165 
and  219  seats  respectively,  to  establish 
a  basic  seat  mile  rate  for  standard  and 
stretched  jets  and  fix  a  second,  but  lower 
seat  mile  rate  based  upon  the  higher 
density  configurations  proposed  in  the 
Notice.  We  have  taken  action  because 
of  DOD’s  apparent  request  for  flexibility 
to  tailor  seating  accommodations  to  its 
needs  rather  than  to  have  a  set  standard. 
Thus,  over  the  years  the  carriers  and  the 
DOD  have  shown  little  inclination  to  de¬ 
part  from  the  minimum  rates  estab¬ 
lished  by  the  Board.  If  the  Board  were  to 
establish  rates  at  the  high  density  seat¬ 
ing  level  proposed  in  the  Notice,  these 
will  become  the  standard  specified  in  the 


*  Continental  Air  Lines,  Inc.  v.  C.A.B.  622 
F.  2d  107  (D.C.  Clr.  1974)  . 

“Contrary  to  the  petitioner’s  contentions, 
the  Continental  decision  has  no  applicability 
to  this  case.  It  overturned  as  an  unwarranted 
Interference  with  the  carriers’  discretion  to 
control  schedules  and  equipment  that  por¬ 
tion  of  the  Board’s  DPFI  Phase  6A  opinion 
which  afforded  a  competitive  price  advan¬ 
tage  to  aircraft  coach  services  configured  at  a 
prescribed  level  of  density.  Here,  in  contrast, 
no  such  policy  is  Involved  and  the  seating 
standards  proposed  by  the  Board  in  the  No¬ 
tice  merely  established  the  minimum  cabin 
load  for  MAC  pay  purposes.  Under  these 
standards,  the  amount  of  revenue  for  the 
aircraft  used  in  MAC  services  is  calculated 
and  the  allowable  ACL  is  used  to  determine 
the  minimum  number  of  seats  each  aircraft 
must  have  to  achieve  that  revenue.  ’This  is 
consistent  with  domestic  fare  policy  which  is 
to  base  the  carriers’  passenger  revenue  re¬ 
quirements  on  a  prescribed  level  of  accom¬ 
modations  (Phase  6A  and  6B  of  the  Domestic 
Passenger  Pare  Investigation).  The  ruling  in 
the  Continental  case  did  not  disturb  the 
Board’s  power  to  adopt  such  standards. 


carriers’  MAC  contracts  and  DOD  would 
not  retain  the  option  of  using  the  more 
luxurious  accommodation.  Accordingly, 
we  believe  that  a  reasonable  accommo¬ 
dation  of  DOD  and  carrier  interests  is 
made  if  high  and  low  density  seating 
configurations  are  distinguished  and 
separate  minimum  rates  are  established 
for  each.  In  that  way,  MAC  will  have 
the  option  to  contract  for  the  more  ef¬ 
ficient  service  when,  in  its  opinion,  the 
circumstances  of  its  military  transport 
needs  so  require.  It  will  also  satisfy  the 
carriers’  suggestion  that  any  change  in 
standard  military  seat  specifications 
originate  from  MAC  itself  rather  than 
from  the  Board.* 

In  view  of  our  determination  above  to 
afford  DOD  the  choice  of  optional  seat¬ 
ing  configurations,  we  shall  require  the 
volume  of  operations  flown  in  each  seat¬ 
ing  configuration  to  be  reported  in  the 
carriers’  Form  243  report.  However,  we 
do  not  believe  that  extensive  additional 
reporting  for  this  purpose  is  warranted 
at  this  time.  Accordingly,  the  regulations 
will  be  amended  so  that  only  a  notation 
(i.e.,  a  footnote)  specifying  the  Category 
B  miles  flown  in  each  configuration  will 
be  reported. 

TWO-TIER  RATES  FOR  CATEGORY  B  STANDARD 
AND  STRETCHED  JET  SERVICES 

At  the  present  time,  there  is  one  rate 
for  Category  B  charters  based  upon  the 
average  costs  of  the  service.  In  the  No¬ 
tice,  the  Board  found  that  due  to  inher¬ 
ent  differences  in  the  seat  mile  costs  for 
the  aircraft  used  to  perform  these  serv¬ 
ices,  the  current  rate  structure  was  not 
consistent  with  sound  economics  in 
that  it  tended  to  overcompensate  the 
stretched  jet  operators  and  undercom¬ 
pensate  the  standard  jet  operators  in  re¬ 
lation  to  the  costs  of  the  service.  To  rec¬ 
tify  the  problem,  the  Board  proposed  for 
the  first  time  a  two  part  rate  structure 
for  Category  B  passenger  services  con¬ 
sisting  of  separate  rates  for  standard 
and  stretched  jets.  It  was  our  tentative 
conclusion  that  this  difference  in  rates 
should  be  based  on  the  costs  of  each  type 
of  equipment  so  that  MAC  would  be  af¬ 
forded  a  clear  opportunity  to  choose  be¬ 
tween  service  and  price  in  determining 
its  military  transportation  needs.  There¬ 
fore,  a  cost-based  minimum  Category  B 
rate  structure  consisting  of  a  rate  for 
stretched  jets  and  a  separate  rate  for 
standard  jets  at  a  level  32.6  percent 
higher  than  for  stretched  jets  was  pro¬ 
posed.  The  Board  proposed  that  this  new 
rate  structure  be  applied  only  to  Cate¬ 
gory  B  passenger  services  as  sufficient 
information  to  develop  a  separate  rate 
for  standard  jet  cargo  charters  was 
thought  not  to  be  available  at  that  time. 

Objections  to  this  structure  were  filed 
by  the  Joint  Carriers,  Tiger,  Pan  Am 


‘  ’The  Joint  Carriers,  as  well  as  many  of  the 
carriers  submitting  individual  comments, 
contend  that  the  Increased  ACL  wiU  result 
in  Increased  costs  for  those  items  of  expense 
which  fluctuate  in  proportion  to  seating  den¬ 
sity.  These  contentions  are  dealt  with  infra, 
at  p.  14  in  connection  with  our  general  dis¬ 
cussion  of  costs. 
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and  the  DOD.  "nie  thrust  of  the  carriers’ 
opposition  to  having  two  tiers  of  rates 
are,  inter  alia,  (Da  one  part  rate  based 
on  average  cost  rates  created  a  healthy 
balance  between  competitors  and  equip¬ 
ment;  (2)  it  would  deprive  DOD  of  flex¬ 
ibility  in  equipment  selection;  (3)  the 
greater  productivity  of  the  stretched  jets 
committed  to  the  Civil  Reserve  Air  Fleet 
(CRAP)  is  recognized  in  the  MAC  con¬ 
tract  award  point  system,  and  common¬ 
rating  of  these  jets  with  the  standard 
jets  provides  equitable  compensation  for 
the  services  provided;  (4)  a  system  of 
differentiated  rates  will  upset  the  com¬ 
petitive  balance  for  services  by  various 
aircraft  types  and  drive  the  higher-rated 
aircraft  operators  out  of  the  MAC  pro¬ 
gram;  (5)  the  cost  differential  between 
standard  and  stretched  jets  assumed  by 
the  Board  does  not  exist;  (6)  there  are 
commercial  charter  yields  for  stretched 
jet  services  that  exceed  comparable 
yields  from  standard  jet  commercial 
rates  and  the  overall  higher  yields  from 
standard  jets  are  considerably  narrower 
than  assumed  by  the  Board;  (7)  the 
proposal  is  inconsistent  with  the  treat¬ 
ment  of  backhaul  mileage  which  is  not 
distinguished  by  type  of  equipment  and 
cargo  services  for  which  a  single  mini¬ 
mum  rate  is  proposed;  and  (8)  the  vari¬ 
ance  in  commercial  charter  rates  for  the 
different  equipment  types  is  keyed  to 
market  factors  not  present  in  MAC  serv¬ 
ices.  Further,  DOD  claims  that  the  pro¬ 
posed  rate  structure  would  bring  eco¬ 
nomic  pressure  to  bear  on  MAC  to  pro¬ 
cure  services  only  with  the  less  costly 
stretched  jets,  thus  affecting  the  valuable 
national  defense  asset  represented  by 
the  standard  jet  aircraft. 

Northwest  supports  the  proposed  dual 
rate  structure  as  a  reasonable  means  to 
encourage  the  acquisition  and  use  of  the 
most  efiacient  types  of  aircraft,  particu¬ 
larly  from  a  fuel  standix)int.  Northwest 
states  that  it  no  longer  uses  its  B-707 
aircraft  in  commercial  operations  and 
that  Pan  Am  is  taking  similar  steps  to 
phase  out  its  B-707  commercial  sched¬ 
ules. 

Upon  review  of  the  comments,  we  And 
nothing  that  would  persuade  us  to  de¬ 
part  from  our  tentative  determination 
that  establishing  differentiated  rates  is 
the  most  rational  method  of  assuring  a 
fair  and  reasonable  structure  of  rates 
for  Category  B  charter  services.  The  cur¬ 
rent  rate  structure  no  longer  represents 
sound  regulatory  policy,  discourages  ef- 
flciency  and  creates  a  significant  dis¬ 
parity  in  earnings  among  the  carriers 
which  provide  the  MAC  services.  In  es¬ 
tablishing  this  structure,  the  Board  es¬ 
sentially  tinkered  with  the  natural  work¬ 
ings  of  the  marketplace  and  upset  the 
logical  distribution  of  traffic  and  revenue 
between  types  of  equipment.  In  the  com¬ 
mercial  charter  market,  differences  in 
capacity  between  types  of  equipment  are 
recognized  by  the  charterer.  Rates  per 
seat-mile  tend  to  reflect  the  lower  unit 
cost  of  the  higher-density  equipment,  but 
not  exclusively  since  charterers  have 
generally  been  willing  to  pay  the  higher 
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unit  rate  for  the  flexibility  offered  by 
the  smaller  aircraft  to  assemble  plane¬ 
load  charters.  Thus,  despite  a  price  p«: 
seat-mile  differential  approaching  23 
percent,^  small  standard  jets  effectively 
compete  with  larger  stretched  jets  for 
commercial  charter  traffic.  In  the  case  of 
the  military  rate  structure,  however,  the 
cost  and  value  of  service  differentials  be¬ 
tween  standard  and  stretched  jets  have 
not  been  recognized,  thereby  insulating 
the  carriers  against  the  natiual  forces 
of  competition  and  also  permitting  MAC 
to  charter  standard  jet  equipment  at 
prices  which  do  not  reflect  its  very  desir¬ 
able  procurement  flexibility.  Moreover, 
by  not  distinguishing  prices  based  <m 
relative  available  capacity,  the  current 
rate  structure  has  distributed  revenues 
in  an  artificial  manner  resulting  in  in¬ 
adequate  returns  for  one  class  of  equip¬ 
ment  and  moderate  and,  in  the  case  of 
some  carriers,  excessive  returns  for  the 
other.*  In  short,  basing  Category  B  rates 
on  a  single  rate  imdifferfntiated  by  type 
of  equipment  has  resulted  in  a  rate 
structure  that  is  unrelated  to  the  costs 
and  values  of  the  service. 

As  indicated,  commercial  charter  rates 
have  generally  tended  to  recognize  the 
unit  costs  of  the  distinctive  types  of 
equipment  used  in  the  service  as  well  as 
other  factors,  tangible  and  intangible, 
that  affect  prices.  Thus,  the  rates  paid 
for  a  given  type  of  equipment  should  re¬ 
flect  its  size  and  service  value  to  the 
charterer.  It  is  our  intention  that  the 
economic  principles  reflected  in  com¬ 
mercial  charter  rates  should  likewise  be 
reflected  in  military  rates,  ancLthat  over 
the  long  run,  the  military  rate  structure 
should,  to  the  extent  feasible,  be  based 
on  cost.  Despite  our  preference  for  a 
cost-based  rate  structure,  for  the  rea¬ 
sons  discussed  later,  we  have  determined 
that  this  structure  should  not  be  fully 
implemented  at  this  time.  To  achieve 
this  objective,  instead  of  the  full-cost 
based  rates  proposed  in  the  Notice,  there 
will  be  initially  a  difference  in  the  rates 
that  is  only  partially  reflective  of  the 
differences  in  costs.  Whether  or  not  the 
rated  differential  should  be  further  in¬ 
creased  to  reflect  more  fully  or  com¬ 
pletely  the  actual  costs  of  the  service 


®  Sea  Appendix  J.  This  rate  difference  Is 
based  on  a  comparison  of  published  tariffs 
for  planeload  affinity  and  single  entity 
charters  with  B-707  and  DC-8  aircraft,  which 
are  comparable  to  the  MAC  contract  services 
being  performed.  The  Joint  Caurrlers’  analy¬ 
sis,  attempting  to  demonstrate  little  or  no 
rate  differential,  included  group  charters  on 
scheduled  services  and  operations  with  wide- 
bodled  aircraft  which  are  not  representative 
of  the  services  or  equipment  types  under  re¬ 
view  In  this  investigation. 

« As  set  forth  In  the  Notice,  prior  to  the 
Increased  interim  rates  established  in  ER- 
962  for  the  year  ended  March  31,  1976,  the 
carriers  operating  standard  Jets  reported  a 
negative  return  of  20.11  percent  whereas  the 
stretched  Jet  operators  earned  a  return  of 
4.36  percent.  Some  stretched  Jet  operators 
earned  more.  Therefore,  It  Is  not  surprising 
to  find  these  operators  opposed  to  lower 
stretched  Jet  rates. 


Shall  be  a  consideration  in  future  MAC 
rate  reviews. 

A  cost  based  rate  structure  will  to  a 
greater  degree  than  in  the  past  reflect 
differences  in  the  values  and  costs  of  the 
various  types  of  equipment  used  in  MAC 
operations  and  will  result  in  more  equi¬ 
table  distribution  of  revenues.  Since 
there  will  no  longer  be  a  common  rate 
in  effect  to  protect  the  carriers  against 
competition,  it  will  also  tend  to  tailor 
aircraft  and  services  in  accm'dance  with 
the  needs  of  MAC  in  the  market  rather 
than  the  needs  of  the  carriers.  Essen¬ 
tially,  the  amounts  and  types  of  equip¬ 
ment  committed  to  MAC  operations  will, 
over  the  long  run,  reflect  a  balancing  by 
DOD  of  cost  versus  value  of  service. 

The  stretched  jet  costs  less  per  pas¬ 
senger  mile,  can  accommodate  70  more 
F>assengers  on  the  average  than  a  stand- 
dard  jet  and  over  the  long  rim  offers  the 
most  efficient  type  of  service  the  military 
can  buy.  If  MAC  decides  to  shift  its  pro¬ 
curement  to  the  more  efficient  stretched 
jets,  the  government  will  be  the  bene¬ 
ficiary  of  reduced  fuel  costs  and  other 
savings  as  fewer  flights  will  be  required 
to  meet  the  DOD  procurement  needs. 
On  the  other  hand,  the  substantial 
advantage  of  the  standard  jet  to  DOD 
cannot  be  overlooked.  DOD  pays  a  lower 
cost  per  flight,’  can  charter  with  groups 
as  small  as  165  passengers  and  can  avoid 
the  risk  of  paying  for  empty  seats  in 
situations  where  there  are  not  enough 
passengers  to  fill  the  capacity  of  the 
larger  equipment.  Consequently,  if  MAC 
finds  that  the  smaller  jet  has  a  greater 
utility  to  its  system  than  the  more  effi¬ 
cient  equipment  it  should,  as  commercial 
charters  do,  be  willing  to  pay  for  the 
added  value.  In  short,  making  Category 
B  charter  rates  reasonably  proportional 
to  costs  will  give  DOD  its  choice  of  equip>- 
ment  at  prices  which  reflect  the  under¬ 
lying  costs  and  values  of  the  service. 

Notwithstanding  oiur  commitment  to 
differentiated  rates  as  the  best  possible 
method  of  assuming  a  fair  and  reason¬ 
able  Category  B  rate  structure,  we  be¬ 
lieve  the  uncertainties  involved  in  mov¬ 
ing  immediately  to  a  fully  cost  based 
structure  warrant  the  exercise  of  cau¬ 
tion.  At  this  time,  the  types  and  amount 
of  equipment  committed  by  the  carriers 
to  the  MAC  program  are  to  a  consider¬ 
able  extent  geared  to  the  present  rate 
structure,  in  which  as  previously  indi¬ 
cated  the  standard  jet  op)erators  have 
more  or  less  been  insulat^  against  the 
natural  forces  of  comi>etition.  Sp>ecifl- 
cally,  the  present  commitment  of  stand¬ 
ard  jet  aircraft  is  based  on  the  supposi¬ 
tion  that  MAC  will  continue  to  procure 
them.  Although  for  the  reasons  discussed 


’’  What  Is  overlooked  by  those  carriers  that 
view  with  pessimism  the  future  of  the 
standard  Jet  Is  that  even  though  MAO  will 
pay  less  for  each  stretched  Jet  seat  that  it 
buys.  It  will  continue  to  pay  more  for  each 
stretched  Jet  flight.  Military  charter  rates 
are  established  on  a  seat  mile  basis  and  a 
stretched  Jet  has  a  substantially  greater 
number  of  seats  In  it  for  MAC  to  pay  for. 
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above,  the  varying  transportation  needs 
of  MAC  should  insure  a  sufficient  mar¬ 
ket  for  both  types  of  equipment,  not¬ 
withstanding  a  difference  in  the  price  to 
be  charged,  the  record  does  not  permit 
us  to  reach  any  definitive  conclusions. 
For  these  reasons,  we  believe  that  our 
move  toward  a  cost-based  Category  B 
rate  structure  should  be  gradual  and 
that  a  small  difference  in  the  rates  for 
both  types  of  equipment,  partially  reflec¬ 
tive  of  the  differences  underlying  cost, 
should  be  established  until  further  ex¬ 
perience  when  the  new  rate  structure  is 
obtained.  In  our  view,  fair  and  reason¬ 
able  results  will  be  produced  if  the  stand¬ 
ard  jet  passenger  rate  is  established  at 
7.5  percent  below  its  average  economic 
cost  and  the  stretched  jet  passenger  rate 
is  established  at  7.5  percent  above  its 
average  economic  cost.  With  this  modi¬ 
fication,  the  difference  in  rate  between 
equipment  is  10.66  percent.  In  our  judge¬ 
ment,  such  a  differential  will  maintain 
approximately  the  same  total  cost  com¬ 
pensation  to  the  MAC  carriers  (based  on 
fiscal  year  1977  fixed  buy)  which  a  single 
weighted  average  rate  would  provide, 
give  a  measure  of  financial  relief  to  the 
operators  of  the  standard  jets  and,  by 
establishing  the  payment  differential  at 
11.2  percent  before  mileage  absorption, 
we  will  be  moving  the  rate  structure  in 
the  direction  of  a  greater  degree  of  ra¬ 
tionality.  After  this  rate  structure  has 
been  in  effect  and  both  the  carriers  and 
DOD  have  had  full  opportunity  to  evalu¬ 
ate  the  results,  the  Board  will  be  in  a 
better  position  to  determine  whether 
any  further  changes  in  the  structure  are 
warranted. 

Finally,  we  agree  with  the  carriers 
that  it  would  be  inconsistent  to  estab¬ 
lish  a  passenger  service  without  utilizing 
the  same  tyi>e  of  structure  for  cargo 
service.  Accordingly,  we  shall  fix  differ¬ 
entiated  minimum  Category  B  cargo 
rates  for  standard  and  stretched  jet 
operations.  With  respect  to  the  level  of 
these  rates,  we  conclude  that  such  levels 
should  reflect  the  same  approximate 
percentage  difference  as  herein  estab¬ 
lished  for  passenger  service.  This  will 
insure  that  as  in  the  case  of  passenger 
services,  DOD  and  the  carriers  will  be 
afforded  a  reasonable  period  in  which  to 
try  out  the  new  rate  structure,  at  a  small 
differential,  until  it  is  fully  implemented. 

Based  on  the  respective  costs  and 
operations  reported  for  each  tyne  of 
equipment,  the  minimum  MAC  Category 
B  standard  and  stretched  jet  cargo  rates 
being  established  hrin  will  b  s  a  Sett 
being  established  herein  will  be  set  at  3 
percent  above  and  below  each  equip¬ 
ment’s  weighted  average  unit  cost;  or 
approximately  the  same  11  percent  dif¬ 
ferential  found  reasonable  for  passenger 
services.  In  determining  the  cost  inputs 
used  in  the  development  of  these  rate 
levels,  each  carrier’s  unit  costs  were 
wighted  to  reflect  its  relative  participa¬ 
tion  in  the  MAC  cargo  program.  Ordi¬ 
narily,  the  weights  used  for  this  purpose 
are  based  on  each  carrier’s  projected 
MAC  contract  fixed-buy  dollar  award  by 


type  of  service.  This  was  the  method 
used  in  determining  the  cost  for 
stretched  jets.^  In  the  case  of  standard 
jets,  however,  MAC’S  projected  fiscal 
year  1977  contract  buy  did  not  include 
an  award  for  cargo  services.  Therefore, 
in  order  to  overcome  this  deficiency,  and 
provide  a  reasonable  standard  jet  cargo 
approximation  of  the  costs  incurred  by 
each  carrier’s  actual  volume  of  cargo 
service  performed  during  calendar  year 
1976,  including  an  expansion  buy.  It  is 
our  view  that  the  costs  developed  under 
this  method  will  provide  a  reasonable 
approximatios  of  the  costs  incurred  by 
standard  jets  in  prospective  cargo  op¬ 
erations. 

CATEGORY  A,  Z  AND  Y  SERVICES 

Our  determination  to  adopt  a  four 
part  rate  structure  for  Category  B  chart¬ 
ers  will  require  changes  in  the  rates  for 
other  classes  of  military  transport  regu¬ 
lated  by  the  Board.  These  classes  are 
Category  A,  Category  Z  and  Category  Y 
scheduled  services.  Category  A  services 
are  individually -ticketed  services  pro¬ 
vided  for  MAC  by  scheduled  carriers  at 
Part  288  rates.  Its  rates  will  change  be¬ 
cause  they  are  based  on  the  one-way 
Category  B  passenger  charter  rate  which 
has  been  amended  to  reflect  a  higher 
level.  Category  Y  service  is  scheduled 
service  provided  at  roundtrip  Category 
B  charter.rates  as  a  substitute  for  can¬ 
celled  charter  flights  which  the  carrier 
has  contracted  with  MAC.  Although 
Category  Y  has  rates  because  they  are 
tariff  rates  are  not  subject  to  this  inves¬ 
tigation,  they  are  also  based  on  rates 
which  have  changed  as  the  result  of  this 
review.  We  shall  therefore  clarify  the 
rule  to  elucidate  what  the  new  Category 
A,  Z  and  Y  rates  should  be. 

CATEGORY  A  AND  Z  RATES 

We  turn  first  to  the  issue  of  the  fair 
and  reasonable  minimum  rates  for  Cate¬ 
gories  A  and  Z  scheduled  services.  In  the 
past,  when  this  issue  was  raised.  Cate¬ 
gory  A  and  Z  rates  were  set  at  the  level 
of  the  rate  established  for  one-way  Cate¬ 
gory  B  charters.  However,  now  that  sepa¬ 
rate  Category  B  rates  for  standard  and 
stretched  jets  have  been  established,  a 
new  basis  for  the  Category  A  and  Z  rates 
must  be  foimd.  In  the  Notice,  the  Board 
tentatively  found  that  these  Category  A 
rates  should  be  set  at  the  Category  B 
one-way  charter  rates  for  standard  jet 
service — the  higher  of  the  two.  The  al¬ 
ternative  was  to  use  the  one-way 
stretched  jet  rate,  which  on  a  per  seat 
basis  is  lower  than  the  price  of  a  one¬ 
way  seat  on  individually  ticketed  sched¬ 
uled  service.  Consequently,  the  Board 
saw  the  first  choice  as  necessary  in  order 
to  avoid  a  situation  in  which  it  would  be 
cheaper  for  MAC  to  use  scheduled  serv¬ 
ice  than  to  buy  a  standard  jet  charter. 
No  party  has  persuasively  challenged  the 


»Our  overall  discussion  of  costs  at  p.  19 
Infra,  sets  forth  the  details  of  this  method¬ 
ology  with  its  underlying  rationale. 


correctness  of  this  choice,  and  it  shall  be 
adopted.” 

The  comments  on  the  proper  level  of 
Category  A/Z  rates  reflect  a  wide  variety 
of  viewpoints.  On  the  one  hand,  TWA 
supports  our  approach  of  using  the  one 
way  Category  B  rate  established  for 
standard  jets.  On  the  other  hand.  North¬ 
west  requests  that  the  one-way  stretched 
jets  rate  be  used.  It  is  this  carrier’s  posi¬ 
tion  that  if  the  Categories  A  and  Z  rates 
are  pegged  at  levels  which  exceed  the 
one-way  stretched  jet  Category  B  rates, 
military  traffic  now  using  these  sched¬ 
uled  service  rates  will  be  diverted  to  one¬ 
way  Category  B  charters.  Finally,  Pan 
American  urges  that  the  current  Cate¬ 
gory  A/Z  rate  structure  be  retained.  It 
would  accomplish  this  by  establishing  a 
single  weighted  average  rate  for  stand¬ 
ard  and  stretched  jets  and  equating  the 
Category  A  and  Z  rate  to  this  composite 
Category  B  one-way  rate. 

The  requests  that  Category  A  and  Z 
rates  be  keyed  to  one-way  Category  B 
stretched  jet  rates  is  denied.  We  shall 
also  deny  Pan  American’s  request  to  use 
a  composite  Category  B  rate  for  these 
services.  There  has  never  been  a  defini¬ 
tive  costing  of  Category  A  and  Z  services, 
and,  as  previously  indicated,  the  rates 
for  these  services -have  generally  been 
equated  with  the  rate  for  one  way  Cate¬ 
gory  B  charter  services.  Consequently, 
the  impact  of  these  rates  on  scheduled 
cost  and  revenues — including  particu¬ 
larly  the  extent  to  which  regular  fare 
paying  passengers  may  be  burdened  by 
these  rates— is  not  known,  and  under 
these  circumstances  we  are  not  prepared 
to  adopt  a  rate  below  the  level  for  stand¬ 
ard  jet  charters  which  itself  has  never 
been  tested  on  the  basis  of  scheduled 
service  economics.  As  to  the  matter  of 
diversion,  the  bulk  of  the  military  busi¬ 
ness  that  will  be  affected  by  these  rates 
is  off -channel  Category  Z  traffic,  which 
is  not  subject  to  diversion  from  charters. 
Although  Category  A  traffic  transported 
over  routes  that  have  charters  is  subject 
to  diversion,  the  possibility  that  MAC 
will  switch  this  traffic  back  to  charters 
is  slight.  The  underlying  rationale  for 
Category  Z  scheduled  service  rates  was 
that  mUitary  planning  and  scheduling 
required  the  expeditious  carriage  of 
cargo  and/or  personnel  on  scheduled 
service  rather  than  charters  which  were 
often  inconvenient  for  the  military  to 
use.  Scheduled  service  gives  DOD  a  high¬ 
er  frequency  of  departures  for  this  pur¬ 
pose  and,  in  addition,  avoids  delay  in 
the  movement  of  military  units  that  do 
not  contain  enough  personnel  to  fill  up 
a  plane.  This  service  provides  MAC  with 
something  more  than  it  can  get  on  a 
charter  and  under  these  circumstances 
there  is  no  reason  to  believe  that  the 


•In  addition,  the  standard  Jet  Category  B 
cargo  rate  mentioned  in  the  previous  section 
shall  be  used  as  the  rate  for  Category  A 
scheduled  cargo  service. 
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government  will  not,  as  It  has  in  the 
past,“  continue  to  pay  for  the  added 
value. 

CATEGORY  Y 

With  respect  to  Category  Y  service,  the 
rates  for  these  services  have  been  based 
on  the  composite  minimum  roundtrip 
Category  B  passenger  charter  rate,  ta- 
asmuch  as  Category  Y  service  is  a  service 
of  the  scheduled  carriers  provided  as  a 
substitute  for  cancelled  standard  jet 
charters,  it  should  logically  be  priced 
at  the  applicable  standard  jet  charter 
rate.  Accordingly,  we  conclude  that  Cate¬ 
gory  Y  services  should  be  paid  for  at  the 
roundtrip  minimum  Category  B  passen¬ 
ger  rate  established  herein  for  standard 
jets.  We  shall  expect  the  carriers  to  file 
new  Category  Y  tariffs  effective  30  days 
after  the  date  of  this  rate  amendment. 
Implementing  these  determinations. 

In  reaching  this  conclusion,  we  do  not 
In  any  way  purport  to  prejudge  the  Cat¬ 
egory  Y  Fares  Investigation  (Docket 
28096)  in  which  the  legitimacy  of  Cate¬ 
gory  Y  fares  is  being  investigated.  This 
case  is  currently  pending  before  the 
Board  on  review,  and  we  shall  decide 
therein  whether  the  carriers  should  be 
permitted  to  have  such  fares.  The  pur¬ 
pose  of  the  above  discussion  is  to  insure 
that  the  levels  of  the  rates  currently 
being  charged  for  these  services  are 
changed  to  reflect  the  rate  structure 
changes  we  have  made  herein. 

CATEGORY  A  CARGO  PALLET  STANDARD 
WEIGHTS 

At  present,  the  payments  by  DOD  for 
Category  A  cargo  services  are  based  on 
the  assumption  that  each  cargo  pallet 
tendered  weighs  a  standard  3,750  pounds. 
Thus,  there  is  a  flat  charge  per  pallet 
equal  to  the  product  of  the  Category  A 
cargo  rate  times  3,750  pounds.  The 
standard  weight  is  intended  to  reflect 
the  amount  of  MAC  cargo  that  can  be 
accommodated  in  a  representative  Cate¬ 
gory  A  pallet  and  is  not  distinguishable 
by  aircraft  type.  Pan  Am  contends  that 
the  3,750  pound  standard  does  not  pro¬ 
duce  a  reasonable  payment  for  its  B-747 
pallets  which,  with  efficient  stacking,  are 
carrying  4,980  pounds  of  Category  A 
cargo.  The  carrier  urges  that  the  stand¬ 
ard  weight  be  increased  to  4,980  pounds 
for  its  B-747  Category  A  cargo  services, 
or,  in  the  alternative,  that  a  standard  of 
4,500  pounds  be  fixed  for  all  Category  A 
cargo  services  without  regard  to  the 
equipment. 

We  believe  that  Pan  American  has 
submitted  adequate  justification  for  an 
increase  in  the  B-747  Category  A  pallet 
weight  from  3,750  to  4,980  pounds.  How¬ 
ever,  no  matters  have  been  raised  to  in¬ 
dicate  that  the  current  standard  weight 
of  3,750  for  all  other  types  of  equipment 
does  not  continue  to  provide  reasonable 
compensation  for  Category  A  cargo  serv- 


“  Consistent  wtlh  our  decision  In  fixing 
the  Category  A  minimum  passenger  rate,  we 
will  establish  the  Category  A  minimum  cargo 
rate  at  the  one-way  Category  B  weighted  av¬ 
erage  unit  rate  determination  for  standard 
jet  cargo  services. 


ices.  Accordingly,  we  shall  amend  the 
rule  to  provide  a  standard  Category  A 
cargo  pallet  weight  of  4,980  pounds  on 
B-747  aircraft  and  retain  the  3,750 
pound  standard  pallet  weight  for  Cate¬ 
gory  A  cargo  services  performed  by  all 
other  aircraft  types. 

WIDE  BODIED  EQXnPMENT 

The  minimum  rates  for  Category  B 
services  performed  with  v;ide  bodied  jet 
equipment  will  be  the  same  as  estab¬ 
lished  for  stretched  jet  services.  For  pas¬ 
senger  services,  this  will  be  the  stretched 
jet  rate  at  the  250  seat  ACL  since  it 
reflects  a  better  approximation  of  wide 
bodied  aircraft  capacity.  While  we  recog¬ 
nize  that  the  seat-mile  cost  is  lower  for 
wide  bodied  equipment,  MAC’S  use  of 
wide  bodied  equipment  has  traditionally 
amounted  to  a  very  small  percentage  of 
the  total  MAC  Category  B  charter  buy. 
Consequently,  in  the  past,  the  Board  has 
excluded  wide  bodied  costs  as  a  compo¬ 
nent  of  its  cost  calculations  and  used  the 
stretched  jet  rate  as  a  reasonable  rating 
classification.  Although  the  wide  bodied 
jets  have  now  come  into  their  own  in 
commercial  markets,  there  continues  to 
be  relatively  httle  use  of  these  aircraft  in 
MAC  markets.  Considering  this  de  mini¬ 
mis  use  and  the  fact  that  no  carrier  has 
submitted  a  forecast  of  wide-bodied  op¬ 
erations,  we  are  of  the  opinion  that  con¬ 
sideration  of  a  separate  wide-bodied  rate 
should  await  a  future  proceeding.  In  the 
interim,  the  rates  for  wide  bodied  equip¬ 
ment  shall  continue  to  reflect  the  rate 
for  the  largest  narrow  bodied  jet. 

Costs  of  Service 

As  previously  indicated,  the  rates  pro¬ 
posed  in  EDR-321  were  based  on  ad¬ 
justed  forecast  operating  costs  for  the 
fiscal  year  ending  September  30,  1977,  as 
compiled  from  data  submitted  by  the 
carriers  and  DOD.  As  expected,  DOD 
contends  that  the  cost  projections  are  too 
high  while  the  carriers  argue  that  they 
are  not  high  enough  and  each  has  pro¬ 
posed  various  adjustments.  Based  upon 
our  review  of  the  comments,  we  believe 
that  certain  adjustments  should  be  made 
and  that  other  adjustments  should  be 
rejected.  The  next  succeeding  section  of 
this  rule  lists  the  areas  of  controversy, 
summarizes  the  comments  of  the  parties 
and  sets  forth  our  final  determinations 
on  the  matters  raised  in  the  comments. 

DIRECT  MAINTENANCE 

We  have  adjusted  as  unreasonably  high 
for  ratemaking  purposes  World’s  direct 
maintenance  costs  for  DC-8  aircraft.  As 
DOD  points  out.  World’s  costs  exceed  the 
next  highest  projection  by  14  percent  and 
reflect  a  level  which  is  77  percent  above 
the  average  for  these  aircraft.  We  will 
adjust  World’s  costs  to  those  of  ONA, 
the  next  highest  carrier. 

FUEL  COSTS 

Fuel  costs  have  been  updated  to  reflect 
each  carrier’s  reported  average  fuel  prices 
for  MAC  operations  performed  during 
the  month  of  April  1977.  With  this  ad¬ 
justment.  the  rates  will  reflect  fuel  cost 
experience  for  the  latest  available  pe¬ 


riod.  In  view  of  the  continued  tendency 
of  fuel  costs  to  fluctuate  more  widely 
than  other  costs,  we  shall  continue  to 
leave  this  component  of  the  rates  open 
and  subject  to  adjustment,  as  necessary, 
on  an  ad  hoc  basis  between  rate  reviews. 
This  procedure  has  been  useful  in  keep¬ 
ing  the  MAC  rates  sensitive  to  changes 
in  imderlying  costs  and  its  sufficiency  for 
this  purpose  has  not  been  challenged. 

CREW  SEVERANCE  COSTS 

DOD  contends  that  the  MAC  rates 
should  not  be  burdened  with  flight  crew 
severance  and  furlough  payments  which 
it  attributed  to  commercial  service  cut¬ 
backs.  Pan  Am,  in  response,  argues  that 
the  volume  of  MAC  services  has  also  de¬ 
clined  significantly,  that  this  was  a  con¬ 
tributing  factor  to  the  overall  retrench¬ 
ment  of  in-flight  personnel,  and,  there¬ 
fore,  it  is  proper  that  the  MAC  rates  in¬ 
clude  the  share  of  these  costs  that  are 
allocable  to  the  MAC  operations.  The 
facts  support  Pan  Am’s  argument,  and 
therefore  a  proportionate  allocation  of 
crew  severance  and  furlough  costs  to 
MAC  operations  will  continue  to  be  made. 

PASSENGER  FOOD  EXPENSE 

In  1976,  MAC  revised  its  passenger 
meal  specifications  so  that  food  services 
would  no  longer  be  required  which  ex¬ 
ceeded  generally  accepted  commercial 
standards.  To  reflect  that  change,  we 
accepted  the  result  of  MAC’S  food  cost 
survey  which  showed  that,  with  few  ex¬ 
ceptions,  the  carriers’  unit  passenger 
food  costs  would  decrease  by  25  percent 
over  the  recognized  level  incorporated 
into  the  last  rate  review.  Tiger,  North¬ 
west,  Pan  American,  TTA  an<i  World 
argue  that  their  decreased  food  expense 
be  used  instead  of  MAC’S  projections.  It 
is  their  position  that  by  its  very  nature 
MAC’S  study  did  not  purport  to  repre¬ 
sent  the  decreased  food  expenses  in¬ 
curred  by  each  carrier  and  therefore, 
that  it  should  not  be  used  as  a  substitute 
for  costs  based  on  individual  experience. 
The  DOD  has  not  objected  to  this  re¬ 
quest. 

We  have  modified  the  proposed  rates 
to  incorporate  the  estimated  passenger 
food  expenses  submitted  by  Tiger,  North¬ 
west.  Pan  American,  TIA  and  World.  The 
information  response  data  does  not  dis¬ 
close  that  the  other  four  carriers  in¬ 
cluded  a  revised  estimate  in  submitting 
forecast  costs  for  this  item.  Accordingly, 
the  passenger  food  costs  attributed  to 
these  carriers  will  continue  to  reflect  the 
25  percent  reduction  estimated  by  DOD. 

COSTS  ASSOCIATED  WITH  CHANGED  ACL’S 

As  previously  indicated,  we  have  de¬ 
termined  to  permit  reduced  minimum 
rates  for  narrow  bodied  aircraft  which 
provide  commercial  charter  seating.  ’The 
Joint  Carriers,  Tiger,  TIA  and  World 
contend  that  these  rates  are  too  low  be¬ 
cause  they  do  not  reflect  the  increased 
costs  associated  with  the  higher  density 
seating.  They  contend  that  increased 
costs  for  food,  flight  attendants  and  fuel 
will  be  incurred  as  the  result  of  placing 
a  larger  number  of  passengers  on  each 
MAC  charter  and  that  other  additional 
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costs  will  be  incurred  due  to  the  lower 
utilization  of  aircraft. 

We  have  adjusted  the  rates  to  include 
the  increased  costs  claimed  by  the  car¬ 
riers  for  food,  flight  attendants  and  fuel. 
Appendices  A,  B  and  C  “  show  these  ad¬ 
justments  along  with  supporting  detail. 
On  the  other  hand,  we  are  not  persuaded 
that  the  requested  adjustment  for  the 
lower  utilization  is  warranted.  The  car¬ 
riers’  claim  for  this  adjustment  is  based 
on  the  assvunption  that  the  amount 
saved  when  commercial  charter  seating 
is  emploved  does  not  include  investment, 
depreciation  and  other  fixed  costs  of  op¬ 
erations;  in  other  words  that  the  same 
number  of  aircraft  would  be  assigned  to 
and  charged  to  MAC  operations,  not¬ 
withstanding  the  lower  level  of  opera¬ 
tions  due  to  the  use  of  an  increased  num¬ 
ber  of  seats.  However,  this  is  not  a  real¬ 
istic  assumption.  If  DOD  decides  that  it 
is  economically  advantageous  to  it  to 
switch  to  the  more  efficient  seating,  it 
will  require  not  only  fewer  flights  but 
ultimately  fewer  aircraft  to  meet  its 
needs,  as  a  proportionately  smaller 
amount  of  flight  equipment  will  be  re¬ 
quired  to  handle  the  traffic.  This  will  be 
manifested  by  a  proportionate  reduction 
in  the  overall  revenue  hours  and  air¬ 
craft  days  attributed  to  MAC  services. 
Moreover,  considering  the  established 
MAC  ratemaking  policy  to  recognize 
only  such  costs  and  investments  as  are 
required  to  perform  the  MAC  services, 
any  future  rate  determinations  would 
have  to  exclude  the  investment,  depre¬ 
ciation  and  other  fixed  costs,  associated 
with  this  reduced  level  of  operations  (as 
well  as  the  other  savings  in  direct  costs) 
in  order  to  insure  that  MAC  is  not 
burdened  with  the  cost  of  services  it  does 
not  use.  The  carriers’  argument  does  not 
reflect  these  considerations  and,  there¬ 
fore,  it  is  not  well  taken. 

RETURN  OK  INVESTMENT  AND  TAXES 

The  proposed  rates  were  based  upon  a 
return  on  recognized  investment  oMO.5 
percent  and  an  added  risk  return  of  4.5 
percent  on  leased  aircraft  for  those  car¬ 
riers  with  a  leased  to  total  aircraft  ratio 
substantially  in  excess  of  the  average  for 
the  domestic  tnmks  and  local  service 
carriers.  This  is  consistent  with  estab¬ 
lished  MAC  rate  policy  that  the  return 
element  for  MAC  should  be  1.5  percent¬ 
age  points  below  that  found  reasonable 
for  domestic  scheduled  air  services.  The 
Joint  Carriers  lU’ge  that  the  return  be 
increased  to  the  12  percent  return  estab¬ 
lished  for  domestic  and  passenger  serv¬ 
ices  in  Phase  8  of  the  Domestic  Passen¬ 
ger  Pare  Investigation.  The  carriers, 
while  not  challenging  the  basic  assump¬ 
tion  that  MAC  services  involve  lesser 
risks,  argue  that  with  major  fleet  re¬ 
equipment  programs  pending,  the  need 
to  increase  the  MAC  rate  of  return  to  a 
level  commensurate  with  that  for  com¬ 
mercial  operations  has  become  acute. 
They  argue  that  without  such  a  retium. 


'' Appendices  A  through  R  are  filed  with 
the  Office  of  the  Federal  Register  as  part  of 
the  original  document. 


the  carriers  will  be  unable  to  attract  the 
capital  needed  to  undertake  these  re¬ 
equipment  and  modernization  require¬ 
ments  they  now  face.  The  carriers  argue 
further  that  where  MAC  operations  once 
were  substantial  enough  to  warrant  sep¬ 
arate  scrutiny  by  Investors,  they  are  now 
viewed,  along  with  other  airline  services, 
in  the  context  of  the  totality  of  the  car¬ 
rier’s  operations.  The  Joint  Carriers’ 
pleading  contains  a  letter  from  a  major 
airline  lender  (White,  Weld  &  Co.)  which 
purports  to  support  the  conclusion.  Prom 
this  they  conclude  that  in  order  not  to 
diminish  the  carriers’  overall  rate  of  re¬ 
turn  at  a  time  when  a  healthy  return  on 
investment  is  critical,  the  MAC  rate  of 
return  should  be  increased  to  the  level 
found  reasonable  by  the  Board  for  over¬ 
all  carrier  operations. 

.  The  10.5  percent  rate  of  return  stand¬ 
ard  used  in  previous  MAC  rate  proceed¬ 
ings  will  be  retained.  That  standard  is 
predicated  on  the  assiunption  that  there 
are  significant  differences  in  risks  be¬ 
tween  commercial  services  and  contract 
services  performed  for  the  DOD,  and 
that  these  reduced  risks  enter  into  the 
cost  of  capital.  If  at  one  time  it  may 
have  been  that  there  was  significant 
competition  among  carriers  to  supply 
MAC  needs,  that  is  certainly  no  longer 
the  case.  There  is  neither  price  nor  serv¬ 
ice  competition  among  the  carriers. 
Rather,  the  amount  of  business  that 
each  carrier  obtains  deF>ends  on  the 
award  of  points  based  on  criteria  other 
than  price  or  service.  ER-786  defined  the 
other  features  that  reduce  the  risk  for 
MAC  oi}erations  as  the  guarantee  of  a 
minimum  gross  volume  of  business  for 
an  entire  year;  the  presence  of  a  mini¬ 
mum  rate  which  generally  remains  in 
effect  for  at  least  one  year;  and  the  as¬ 
surance  that  each  MAC  flight  will  carry 
a  specified  minimum  volume  of  military 
business.**  'The  Board  considered  these 
features  and  determined  that  a  sufficient 
level  of  earnings  would  be  provided  if 
the  rate  of  return  allowed  for  military 
contract  operations  was  10.5  percent. 
Profit  levels  allowed  under  this  stand¬ 
ard  have  been  generally  adequate  for 
the  carriers  to  attract  capital  and  main¬ 
tain  adequate  service  and,  imder  these 
circumstances,  we  are  not  persuaded 
that  an  increased  rate  of  return  for 
MAC  operations  is  warranted  at  this 
time. 

TAXES 

The  proi>osed  rates  included  a  provi¬ 
sion  for  federal  income  taxes,  with  no 
provision  for  state  taxes.  TTA  argues 
that  inasmuch  as  the  Board  always  asks 
for  information  on  state  income  taxes, 
it  should  either  make  an  allowance  for 
these  taxes  or  explain  why  no  such  al¬ 
lowance  is  made. 

We  will  adhere  to  our  established  tax 
policy,  which  has  been  fully  explained 
in  MAC  rate  reviews,  of  providing  a  con¬ 
structive  allowance  for  taxes  computed 
at  the  48  percent  federal  rate.  A  pro¬ 
vision  for  state  income  taxes  will  not 


“  ER-786.  p.  22. 


be  adopted.  The  provision  for  federal  in¬ 
come  taxes  is  a  constructive  allowance 
based  on  the  48  percent  federal  rate. 
The  issue  of  state  income  taxes  was 
raised  in  the  Domestic  Passenger  Pare 
Investigation  (Docket  21866-7)  but  a 
provision  for  state  taxes  was  not  al¬ 
lowed  because  of  the  Board’s  finding 
that  there  was  “no  reason  to  believe  that 
the  constructive  allowance  for  income 
taxes  computed  at  the  federal  statutory 
rates  does  not  provide  adequate  recog¬ 
nition  of  state  an<l  federal  income  taxes 
actually  to  be  paid.’’**  Similarly,  there 
has  been  no  showing  here  that  the  al¬ 
lowance  for  federal  income  taxes  is  not 
sufficient  to  cover  the  carrier’s  liability 
for  taxes  paid  at  both  the  state  and 
federal  level.  The  request  in  this  review 
for  state  tax  data  was  inadvertent  and 
it  will  be  excluded  in  future  reviews. 

LEASED  AIRCRAFT  AND  OPERATING  MARGIN 

As  set  forth  in  the  Notice,  leased  air¬ 
craft  costs  were  recognized  in  accordance 
with  the  poli;y  in  Part  399.43  of  the 
Board’s  Policy  Statements.  This  policy 
basically  provides  that  except  in  unusual 
circumstances  not  specifically  defined 
therein,  leased  aircraft  costs  will  be  re¬ 
couped  as  part  of  the  rental  expense.**  In 
such  circumstances,  a  profit  element  of 
6  percentage  points  below  the  standard 
rate  of  return  may  be  added  to  reflect 
the  additional  risks  of  operation  with 
leased  aircraft  that  are  not  compensated 
for  by  the  return  on  investment.  In  this 
proceeding,  the  Board  determined  that 
the  exception  to  its  policy  should  be  ap¬ 
plied  in  instances  where  the  ratio  of  the 
carriers’  leased  aircraft  to  its  total  fleet 
was  10  percentage  points  above  the  aver¬ 
age  for  the  domestic  trunkline  carriers 
and  local  service  carriers.  In  such  in¬ 
stances,  therefore,  an  additional  rate  of 
return  of  4.5  percent  (the  10.5  percent 
standard  return  reduced  by  6  percentage 
points)  was  applied  to  the  valuation  of 
leased  aircraft  in  excess  of  the  industry 
average.  In  the  case  of  Airlift  and  ONA, 
however,  the  Board  determined  that  even 
with  the  additional  risk  element  for 
leased  air:raft,  the  total  amount  of  re¬ 
turn  dollars  computed  for  the  carriers 
would  not  provide  a  reasonable  margin 
of  profit.  In  order  to  provide  such  a 
margin,  a  minimum  tax  and  return 
markup  (return  as  a  percentage  of  the 
operating  expenses)  of  20  cents  per  plane 
mile  was  established.  'The  costs  of  all 
other  leased  aircraft  were  included  as 
part  of  the  rental  expense  and  no  other 
adjustments  for  return  and  taxes  were 
made. 


1*  Order  71-4-59/60  opinion  at  p.  33. 

The  regulation  provides  that  where  such 
unusual  circumstances  are  found  to  exist,  a 
profit  element  may  be  added  where  the  in¬ 
vestment  represented  by  a  carrier’s  leased 
aircraft  in  relation  to  its  total  aircraft  is 
significantly  in  excess  of  the  aggregate  for 
the  industry.  For  the  purpose  of  this  regula¬ 
tion,  the  industry  has  been  defined  as  do¬ 
mestic  trunkline  carriers  and  local  service 
carriers. 
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DOD,  although  it  does  not  object  to  an 
additional  profit  element  for  leased  air¬ 
craft.  does  object  to  the  method  by  which 
this  element  was  applied.  As  previously 
indicated,  the  regulation  provides  that 
in  unusual  circumstances  a  profit  ele¬ 
ment  may  be  added  where  the  ratio  of 
the  carrier’s  leased  to  owned  aircraft  ex¬ 
ceeds  the  industry  average.  It  is  DOD’s 
position  that  the  computation  of  such 
elements  should  be  bas^  on  the  ratio  of 
leased  to  total  aircraft  of  the  participat¬ 
ing  MAC  carriers  (including  supplemen- 
tals)  and  not  the  domestic  trunk  and 
local  service  carriers,  many  of  which 
have  no  international  operations.  Also, 
DOD  contends  that  due  to  the  adjust¬ 
ments  made  to  provide  Airlift  and  ONA 
with  the  Board’s  minimum  operating 
margin,  the  projected  leased  aircraft 
costs  of  these  carriers  will  exceed  the 
amount  of  costs  that  would  be  recognized 
if  the  aircraft  were  owned.  It  points  out 
that  this  result  is  in  conflict  with  estab¬ 
lished  Board  policy  in  this  area.  Accord¬ 
ingly,  IX)D  requests  that  Airlift’s  and 
ONA’s  leased  aircraft  be  recosted  to  ex¬ 
clude  the  costs  which  exceed  those  which 
would  have  been  allowed  if  the  aircraft 
were  owned. 

Neither  position  of  DOD  will  be 
adopted.  With  respect  to  the  groupings 
used  to  compute  the  carriers’  need  for  a 
profit  element,  the  last  rate  review  thor¬ 
oughly  considered  the  matter  and  deter¬ 
mined  that  the  aggregate  of  the  domestic 
trunks  and  local  service  carriers  provided 
the  correct  basis  for  comparison.  In  sub¬ 
stance.  the  use  of  a  profit  element  for 
leased  aircraft  is  designed  to  compensate 
for  the  risks  of  operating  these  aircraft 
that  were  not  taken  into  account  in  de¬ 
veloping  the  standard  rate  of  return  on 
investment  established  in  Phase  8  of  the 
Domestic  Passenger  Fare  Investigation 
Since  that  proceeding  involved  only  the 
operations  of  domestic  air  carriers  (and 
the  domestic  services  of  international 
route  carriers) ,  it  is  logical  that  these 
carriers  be  used  in  determining  the  car¬ 
rier’s  need  for  a  profit  element.  As  for 
the  increased  return  elements  provided 
to  Airlift  and  ONA,  DOD’s  contention 
that  the  Board’s  leased  aircraft  policy 
imposes  a  bar  to  allowing  them  misses 
the  point.  ’The  point  is  that  even  if  these 
elements  result  in  a  greater  return  on 
leased  aircraft  than  if  they  were  owned, 
the  carriers  should  not  be  denied  the  op¬ 
portunity  to  earn  a  reasonable  minimum 
profit  on  their  investment,  defined  in  a 
prior  proceeding  as  20t  per  plane  mile.“ 
Since  the  amount  of  return  allowed  fluc¬ 
tuates  with  the  total  amount  of  invest¬ 
ment  committed  to  MAC  operations,  not 
allowing  a  minimum  profit  on  a  carrier’s 
leased  equipment  effectively  penalizes  the 
rest  of  the  industry.  In  our  view,  there¬ 
fore,  whether  or  not  the  aircraft  to  which 
this  return  is  applied  are  leased  or  owned 
is  immaterial. 


”  PS-44.  April  8,  1971. 

'“ER-asa.  July  15,  1976.  This  figure  repre¬ 
sents  the  markup  which  the  Board  used  for 
Saturn’s  Ix-188  aircraft  in  the  last  domestic 
rate  review  and  has  not  been  challenged. 


COST  WEIGHTINGS 

In  order  to  develop  the  rates  of  the 
Category  B  passenger  and  cargo  services, 
the  cost  pools  developed  for  each  type 
of  equipment  used  in  these  services  w’ere 
w’eighted  to  reflect  each  carrier  s  par¬ 
ticipation  in  the  MAC  program.  To  de¬ 
termine  that  participation,  separate 
weightings  were  developed  for  passenger 
and  cargo  operations.  'The  Joint  Carriers 
and  Pan  American  oppose  this  method¬ 
ology  as  inconsistent  with  the  weighting 
methodology  used  in  prior  MAC  rate 
proceedings.  It  is  their  position  that  past 
practice  requires  that  the  determination 
of  each  carrier’s  share  of  MAC  business 
be  computed  by  weighting  such  carriers 
passenger  and  cargo  costs  (respectively) 
by  its  total  fixed  buy  dollar  award  for 
the  current  fiscal  year,  and  that  the 
Board  should  have  used  this  method  of 
weighting  in  determining  the  rates.  It 
is  also  contended  by  the  carriers  that 
this  method  is  more  consistent  with  the 
contract  award  system  in  which  DOD 
retains  full  discretion  to  determine  what 
portion  of  the  award  will  be  passenger 
charter  and  what  portion  shall  be  cargo 
carriage. 

We  have  determined  that,  except  for 
the  adjustment  discussed  previously  to 
incorporate  an  Increment  for  standard 
jet  cargo  costs,”  the  present  weighting 
methodology  is  reasonable  and  should  be 
retained.  Our  reasons  for  taking  this 
action  are  two  in  number.  First,  the  pres¬ 
ent  weighting  methodology  is  entirely 
consistent  with  the  technique  used  in  the 
last  rate  review  and  the  carriers’  con¬ 
tentions  to  the  contrary  are  erroneous. 
Second,  rates  developed  under  the  car¬ 
riers’  proposed  total  contract  weighting 
approach  w’ould  not  reflect  each  carrier’s 
particular  piix  of  passenger  and  cargo 
business,  which  is  obviously  essential  if 
such  rates  are  to  reflect  the  underlying 
volume  of  traffic  and  equipment  associ¬ 
ated  with  each  type  of  service.  Moreover, 
weighting  costs  based  on  each  carriers’ 
distinctive  mix  of  military  traffic  is 
clearly  warranted  in  view  of  our  deter¬ 
mination  that  sound  regulatory  policy 
requires  a  cost-related  rate  structure 
which  recognizes  the  costs  for  distinctive 
types  of  equipment. 

Cost  Forecasts 

The  rates  proposed  in  the  Board’s  No¬ 
tice  were  based  on  cost  experience  and 
cost  forecasts  adjusted  to  reflect  known 
cost  increases  plus  a  10.5  percent  return 
on  recognized  investment.  Since  that 
time,  wage  and  price  increases  occa¬ 
sioned  by  general  inflationary  trends 
within  the  economy  have  resulted  in  cost 
levels  above  those  incorporated  into  the 
proposed  rates.  In  accordance  with  past 
practice,  the  Board  has  recognized  wage 
and  price  increases  as  evidenced  by 
signed  contracts  while  refusing  to  Incor- 


As  previously  indicated  at  p.  9,  MAC’S 
1977  fixed  buy  did  not  Include  a  standard 
jet  cargo  award  so  the  weighting  for  this 
aircraft  was  based  on  each  carrier's  actual 
1976  experience. 


porate  other  items  of  a  more  tenuous 
and  unsubstantiated  nature.'®  The  costs 
allowed  represent  an  existing  obligation 
of  the  carrier  to  pay  a  sum  certain  in 
the  future,  have  a  soimd  basis  in  fact 
and  are  therefore  adequately  justifled. 

The  absence  of  cost  projections  on 
about  20  percent  of  total  costs  despite 
persistent  inflationary  trends  raises  the 
question,  although  not  specifically  ad¬ 
dressed  in  the  Notice,  of  whether  fore¬ 
casting  these  expenses  based  upon  past 
experienced  costs  will  result  in  rates  that 
are  reasonably  representative  of  current 
conditions.  The  traditional  approach  by 
the  Board  to  questions  of  this  kind  has 
been  to  disfdlow  anticipatory  cost  in¬ 
creases,  and  rely  on  an  annualization  of 
experienced  cost  trends  to  approximate 
cost  growth  incurred  since  the  base  pe¬ 
riod.  'The  continued  attrition  in  the 
carriers’  realized  return  and  the  Board’s 
recent  decision  allowing  passenger  fares 
to  reflect  anticipatory  costs  raise  the 
question  as  to  whether  this  existing  prac¬ 
tice  is  not  now  unduly  conservative.  In 
Order  77-9-94.”  the  Board  broke  with 
precedent  and  determined  that  sound 
ratemaking  in  a  period  of  inflation  re¬ 
quired  that  passenger  fares  incorporate 
a  three  months  allowance  for  anticipa¬ 
tory  costs.  Without  deciding  at  this 
point  that  anticipatory  cost  allow¬ 
ances  will  become  a  standard  fea¬ 
ture  in  each  and  every  rate  case 
we  are  asked  to  decide,  we  tentatively 
find  that  we  should  adopt  the  passenger 
fare  methodology  to  MAC  rates.  In  this 
context,  the  latest  composite  ROI  of 
6.45  ”  percent,  while  not  totally  demon¬ 
strative  of  the  need  to  recognize  antici¬ 
patory  costs,  at  the  very  least  suggests 
that  DOD  has  been  protected  against  the 
payment  of  substantial  cost  increases 
incurred  during  the  period  since  the 
rates  were  last  reviewed  and  that  some 
additional  adjustment  to  the  rates  is 
necessary  if  the  carriers  are  to  achieve 
reasonable  earnings  in  the  period  after 
Che  rates  are  closed. 

In  our  view,  a  six  month  allowance  for 
anticipatory  costs  will  eliminate  the  risk 
of  underestimating  costs,  keep  the  rates 
from  being  virtually  out-of-date  costwise 
by  the  time  the  rate  review  is  completed 
and  insure  that  the  carriers  receive  and 
DOD  pays  rates  which  reflect  the  average 
costs  of  the  service  for  at  least  one  year. 
It  is  also  consistent  with  the  degree  of 
projection  underlying  the  passenger  fare 
allowance  in  Order  77-9-94  in  that  rate¬ 
making  costs  will  reflect  levels  projected 
to  exist  at  the  midpoint  of  the  period 
during  which  the  rates  are  expected  to 
remain  in  effect — in  the  case  of  passen¬ 
ger  fares  a  six  months  lifespan  and  in 
the  case  of  MAC  rates  a  twelve  months 


We  have,  for  example,  not  accepted  TTA’s 
claimed  Increased  servicing  expenses  on  con¬ 
tracts  with  World  for  lack  of  adequate  docu¬ 
mentation. 

"  September  22,  1977. 

^  Allowing  for  the  reduced  return  element 
for  constructive  leased  equipment,  the  allow¬ 
able  rate-of -return  on  Investment  for  MAC 
services  is  9.79  percent  for  the  same  annual 
period  ended  June  30,  1977. 
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lifespan.  Even  though  the  rates  will  be 
somewhat  above  cost  during  the  initial 
six  month  period  of  the  rates,  there 
should  be  no  cause  for  alarm,  since  con¬ 
tinuing  inflation  during  the  last  six 
months  should  protect  the  DOD  against 
payment  of  any  overages. 

We  have  retained  the  annualization 
methodology  of  projecting  cost  escala¬ 
tion  used  in  the  last  domestic  MAC  rate 
review,  except  that  instead  of  adjusting 
base  period  costs  to  reflect  costs  as  at  the 
rate  effective  date,  such  costs^will  be  pro¬ 
jected  six  months  into  the  forecast  year. 
In  addition,  we  have  determined  that, 
for  present  purposes,  the  cost  escalation 
factor  should  be  based  on  historical 
trends  in  costs  for  the  scheduled  interna¬ 
tional  route  carriers.  In  our  view  the  ag¬ 
gregate  costs  for  the  MAC  carriers,  which 
are  heavily  influenced  by  the  results  of 
the  supplemental  carriers,  are  not  sufiBl- 
ciently  representative  to  provide  a  relia¬ 
ble  measure  of  the  cost  inflation  incurred 
in  MAC  services.  On  this  basis,  a  pro¬ 
jected  cost  level  as  at  July  1,  1977,  was 
developed.  This  level  was  then  further 
adjusted  to  reflect  cost  levels  to  be  in¬ 
curred  within  the  following  six  months. 

Since  the  Notice  did  not  address  the 
issue  of  an  adjustment  for  futxu’e  in¬ 
creases  we  have  determined  to  permit  the 
filing  of  additional  comments  before  any 
rates  based  on  such  costs  are  permitted  to 
go  into  effect.  In  order  to  implement  this 
determination,  the  two  separate  sets  of 
rates  shown  in  the  amended  Part  288 
have  been  computed.  The  first  set  of  rates 
reflects  experienced  cost  inflation  to 
July  1, 1977,  plus  contractual  increases  in 
accordance  with  past  methodologies. 
These  rates  will  become  effective  as  final 
MAC  rates  for  a  period  of  45  days  be¬ 
ginning  on  November  3,  1977.  The  sec¬ 
ond  set  of  rates  includes  contractual  in¬ 
creases  plus  a  six  month  allowance  for 
other  anticipated  costs.  TTie  carriers  and 
the  DOD  shall  be  permitted  to  file  com¬ 
ments  on  these  rates  limited  to  the  issue 
of  anticipatory  costs,  such  comments  to 
be  filed  with  the  Board’s  Docket  Section 
by  November  25,  1977,  It  is  proposed  that 
these  rates  will  supersede  the  previously 
effective  rates  as  final  rates  for  prospec¬ 
tive  application. 

Category  B  Minimum  Rates 

Set  forth  below  are  the  existing  mini¬ 
mum  passenger  and  cargo  rates  for  the 
standard  and  stretched  jet  aircraft  and 
the  revised  fair  and  reasonable  minimum 
rates  adopted  with  this  amendment  to 
Part  288  with  the  percentage  differences 
between  the  current  and  the  adopted 
rates.“ 


Based  on  the  fiscal  year  1977  flxed-buy 
contracts,  tha  adopted  rates  result  In  an 
overall  Increase  of  5.24  percent  in  MAC 
revenues.  See  Appendix  Q. 


Current 
rates 
(in  cents) 

Adopted 
rates 
(in  cents) 

Percent 

increase 

or 

(decrease) 

Passenger « per 
passenger-mile: 
Standard  jets: 
Roundtrip. ... 

3.306 

3.685 

11.46 

One-way . . 

6.941 

6.961 

"'17.00 

Stretched  jets: 
Roundtrip.... 

3.306 

3.330 

0.73 

One-way . 

S.941 

6.281 

6.72 

Cargo  per  ton-mile: 
Standard  jets: 
Roundtrip.... 

12.729 

14. 632 

14.95 

One-way _ 

19. 167 

28.825 

50.47 

Stretched  jets: 
Roundtrip.... 

12.729 

13.184 

3.67 

One-way . . 

19. 167 

26.893 

35.16 

>  Based  on  ACL  for  standard  jets  at  165  seats  and 
stretched  jets  at  219  seats. 


The  adopted  rates  listed  above  include 
application  of  the  mileage  absorption 
factor  to  convert  the  adjusted  cost-based 
rates,  discussed  in  the  previous  s,ections, 
from  actual  flown  mileage  units  to  unit 
rates  related  to  the  mileages  as  are  paid 
for  by  the  DOD.  (See  Appendix  M.)  The 
absorption  factors  are  based  on  MAC 
flown  and  pay  miles  data  supplied  by  the 
carriers  and  are  listed  in  Appendix  L. 

The  one-way  rates  are  derived  by  the 
same  method  employed  for  previous 
MAC  rates  determinations.  As  set  out  in 
Appendix  N,  the  commercial  backhaul 
factors  are  2.57  and  2.62  percent  for  pas¬ 
senger  and  cargo  one-way  trips,  respec¬ 
tively,  based  on  the  reported  MAC  results 
for  the  calendar  year  1976.  The  cost  sav¬ 
ings  inherent  in  the  operation  of  return- 
empty  backhauls  are  reflected  at  eight 
percent  for  the  elimination  of  passenger 
service  cost  and  one  percent  for  savings 
attributed  to  the  more  direct  return 
mileage,  fewer  landings,  loading  and  un¬ 
loading,  and  planning  costs.^^  (See  Ap¬ 
pendix  O  for  the  overall  computation.) 

The  convertible  and  mixed  service 
rates  are  also  computed  in  the  same 
manner  as  for  past  MAC  rates.  The  com¬ 
putation  for  the  convertible  cargo  rates 
is  shown  in  Appendix  P. 

As  discussed  in  the  Notice,  the  mini¬ 
mum  rates  for  MAC  services  performed 
with  small  turbine  aircraft  are  not  being 
amended.  Moreover,  for  this  purpose,  the 
rates  specified  in  the  amended  rule  will 
include  the  currently  effective  fuel  sur¬ 
charge. 

In  view  of  the  carriers’  need  for 
prompt  rate  relief,  we  find  good  cause 


”An  additional  one-half  and  one  percent 
savings,  respectively,  for  standard  and 
stretched  jet  passenger  trips  are  Included  for 
the  commercial  ACL  densities  (180  and  250 
passengers)  to  take  account  the  Increase 
In  the  fuel  burn  at~  the  higher  passenger 
loads. 
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exists  to  make  the  amendments  herein 
effective  on  less  than  thirty  (30)  days 
notice. 

In  consideration  of  the  above,  the 
Board  is  amending  Part  288  of  the  Eco¬ 
nomic  Regulations  (14  C)FR  Part  288), 
effective  as  follows: 

1.  Amend  paragraiAs  (a)  and  (d)  of 
S  288.7  the  paragraphs  as  amended  to 
read  as  follows: 


RULES  AND  REGULATIONS 

§  288.7  Reasonable  level  ft{  compensa¬ 
tion. 

It  shall  be  a  condition  on  the  exemp¬ 
tion  granted  by  this  part  that  the  level 
of  compensation  for  tramportatiem  shall 
not  be  uneconomically  low.  In  the  ab¬ 
sence  of  specific  Board  approval,  the 
compensation  for  such  services  shall  not 
be  less  than  the  compensation  specified 
in  paragraphs  (a) -(f)  below: 


(a)  For  charter  services  in  foreign 
and  overseas  transportation,  and  in 
transportation  between  the  48  contiguous 
States,  on  the  one  hand,  and  Alaska  or 
Hawaii,  on  the  other  hand,  other  than 
specif!^  in  paragraph  (c)  of  this  section, 
the  following  minimum  rates  are 
ad<^ted: 

(1)  Performed  with  turbine-powered 
aircraft: 


tended  Bate*  Effective  EoveateT-  3»  1977 


Piissenger  rates, 
per  pa5ser.ger-aile 

Cargo,  per 

— 

ton-clle 

Convertible  Rates  1/ 

Kixed  pesseager-eargo  rates, 
per  revenue  plane-si le  1/ 

1 

Round 

Trip 

Cne 

Found 

Trip 

One 

Vay 

?&ssenser  leg,  per 

.  pa-r^enger-r.ils 

CMTgo  leg,  per 
ton^Biiie 

Round 

Trip 

One 

Ka/ 

Berilar  “urlojets:  (16S  ACL) 

3.685c 

6.951c 

14.632e 

2a.e2sc 

3.685c 

16.848c 

Passengers  -  Pallets 

165  and  0 

$6,080 

$11,469 

117  and  3 

S.86S 

U.193 

105  and  b 

5.811 

11.124 

93  and  5 

S.7SB 

11.055 

Bl  and  6 

5-704 

10.986 

63  and  7 

5.623 

10.883 

51  and  6 

5.563 

10.806 

0  and  12 

5.341 

10.521 

DC-8.61/63F:  (219  ACL) 

3.330 

6.261 

13.1S4 

25.893 

3.330 

15.212 

Passengers  -  Pallets 

'  * 

219  and  0 

7.293 

13.755 

159  and  5. 

6.920 

13.179 

65  and  12 

6.336 

12.276 

b7  and  13 

6.225 

12.103 

0  and  13 

5.933 

11.651 

B-727  Pacific  Interialand  3/ 

4.45T 

8.512 

22.772 

45.316 

4.4S7 

27.326 

Passengers  -  Pallets  • 

105  and  0 

4.679 

8.938 

61  and  2 

4.437 

-8.611 

50  and  3 

4.376 

8.529 

b6  and  U 

4.354 

6.499 

0  and  7 

4.099 

8.157 

B-727  AH  Other:  3/ 

S.027 

9.602 

25.463 

50.671 

5.027 

30.554 

Passengers  -  Pallets' 

105  and  0 

* 

S.279 

10.082 

6l  and  2 

4.9B7 

9.680 

50  and  3 

4.914 

9.579 

1)6  and  U 

4.889 

9.542 

0  and  7 

4.583 

9.120 

See  footnotes  at  end  of  table. 
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Amended  Kates  Effective  Soveobef  3»  1977 


Aircraft  Type 

Passenger  rates, 
per  passenger-mile 

Cargo,  per  ton-mile 

Convertible  Kates  ^ 

Klxed  p&iier 
per  reveni 

iger-cargo  rates, 
e  plane-mile  Ij  2/ 

Hound 

Trip 

One 

Key 

Hound 

Trip  ' 

One 

Way 

Passenger  leg.,  per  - 
passenger-mile 

Cargo  leg,  per 
ton-mile 

Hound 

Trip 

One 

Way 

Kegular  Turbojets:  (180  ACl) 

3.414c 

6.423c 

14.632 

28.825c 

3.414c 

16.848c 

Passengers  -  Pallets 

16;  and  0 

$6,144 

$11,562 

117  and  3 

5.911 

11.259 

lOS  and  U 

5.832 

11.183 

93  and  5 

5.793 

11.108 

81  and  6 

5.735 

11.032 

63  and  7 

5.648 

10.918 

91  and  8 

5.583 

10.834 

0  and  12 

5.341 

10.521 

DC-8-6I/63F:  (250  ACl) 

3.016  4/ 

5.660  4/ 

13.184  4/ 

25.893  4/ 

3.016  4/ 

15.212  4/ 

Passengers  -  Pallets 

219  and  0 

7.539 

14.150 

159  and  5 

7.099 

13.466 

65  and  12 

6.410 

12.393 

U7  and  13 

6.278 

12.188 

0  and  18 

5.933 

11.651 

1/ 


2/ 

3/ 

Tt 


Conversion  rates  shall  apply  only  for  flights  that  are  converted  a  oinlmua  of  10  days  In  advance  of  performance  of  the  service •  Conversion  charges  foe 
convertible  flights  or  variable  silxed  flights  shall  be  at  the  rate  of  $73  per  seat  changed  on  each  segment.  If  a  flight  Is  converted  with  less  than 
10  days'  notice,  the  one-way  rates  shall  apply  to  each  leg  of  the  converted  round  trip. 

For  the  Coral  Sea  variable  mixed  operation  the  conversion  charge  shall  be  $207  per  cargo  pallet  In  lieu  of  a  seat  charge. 

Shall  also  apply  to  the  1-362/1-100-10/20/30  and  CV-990  aircraft. 

Also  applies  to  wide  bodied  (B-747,  DC-10,  and  1-1011)  equipment. 


Amended  Kates  Effective  December  19,  1977 


Passenger  rates, 
per  passenger-m.lle 

Cargo,  per  ton-mile 

Convertible  H 

ates  ^ 

Mixed  paxsenj 
per  revenu 

ger-cargo  rates, 
plane-mile  y  2/ 

Hound 

Trip 

One 

Way 

Hound 

Trip 

One 

Way 

Passenger  leg,  per 
passenger-mile 

Cargo  leg,  per 
ton-mile 

Round 

Trip 

One 

Way 

Kegular  Turbojets:  (i$5  gcL) 

3.709C 

6.998c 

14.710c 

28.892c 

3. -7090 

16.937c 

• 

Passengers  -  Pallets 

165  and  0 

$6,120 

$U.S47 

117  and  3 

5.902 

11.255 

105  and  4 

5.847 

11.213 

93  end  5 

5.792 

11.  UO 

81  and  8 

5.738 

11.037 

63  and  7 

5.656 

10.928 

91  and  8 

5.595 

10.847 

0  and  12 

5.369 

10.545 

DC-8-61/63F:  (219  Aa) 

3.354  4/ 

6.327  4/ 

13.249  4/ 

25.022  4/ 

3.354  4/ 

15.287  4/ 

Passengers  -  Pallets 

219  and  0 

7.345 

13.856 

199  and  9. 

6.949 

13.234 

69  and  12 

6.328 

12.260 

47  and  13 

6.209 

12.073 

0  and  18 

5.899 

11.586 

E-727  Pacific  Interisland  3/ 

4.457. 

8.512 

22.772 

45.316 

4.457 

27.326 

Passengers  •  Pallets 

105  and  0 

4.679 

8.938 

61  and  2 

4.437 

8.6U 

90  and  3 

4.376 

8.529 

46  and  4 

4.354 

8.499 

0  and  7 

4.099 

8.157 

B-727  All  Other:  3/ 

5.027 

9.602 

25.463- 

50.671 

5.027 

30.554 

Passengers  •  Pallets 

- 

109  and  0 

5.279 

10.082, 

'  4.987 

,  9.680 

4.914 

9.579. 

46  and  4 

4.889 

9.542' 

0  and  7 

4.583 

9.120 

See  footnotes  at  end  of  table. 
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Acenied  Rates  Effective  Beeenter  1977 


Aircraft  Type 

Passenger  rates, 
per  passenger-mile 

Cargo,  per  tonnalle 

Convertible  Rates  ^ 

Mixed  passen 
per  revenu 

ger-eargo  rates, 
e  plane-mile  y  y 

Round 

Trip 

One 

Way 

Round 

Trip 

One 

Kay 

Passenger  leg,  per 
passenger-mile 

Cargo  leg,  per 
ton-mile 

Round 

Trip 

One 

Way 

Regular  Turbojets:  (160  ACL) 
Passengers  -  Pallets 

160  and  0 

128  and  3 

115  and  U 

101  and  5 

88  and  6 

69  and  7 

54  and  B 

0  and  12 

3.437c 

6.467c 

14.710c 

26.8920 

3.437c 

16.937c 

$6,186 

S.948 

5.889 

5.629 

5.770 

5.661 

5.614 

5.369 

$11,641 

U.322 

U.242 

11.163 

11.083 

10.964 

10.'e7S 

10.545  <  • 

DC-B-61/63F:  (250  ACL) 

Passengers  -  Palldts 

250  and  0 

182  and  5 

74  and  12 
j  54  and  13 

1  0  and  18 

3.038 

5.701 

13.249 

26.022 

3.036 

15.287 

7.595 

7.130 

6.402 

6.263 

5.899 

14.253 

13.522 

12.377 

12.158 

11.586 

1/  Conversion  rates  shall  apply  only  for  flights  that  are  converted  a  BintauB  of  10  days  in  advance  of  perforaance  of  the  service.  Conversion  charges'  for 
“  convertible  flights  or  variable  mixed  flights  shall  be  at  the  rate  of  $75  per  seat  changed  on  each  segment.  If  a  flight  Is  converted  with  lest  than 
10  days'  notice,  the  one-way  rates  shall  apply  to  each  leg  of  the  converted  round  trip. 

2J  For  the  Coral  Sea  variable  mixed  operation  the  conversion  charge  shall  be  $207  per  cargo  pallet  in  lieu  of  a  seat  charge. 

3/  Shall  also  apply  to  the  1.-382/L- 100-1-/20/30  and  CV-990  aircraft. 

7/  Also  applies  to  wlde-bodled  (B-747,  DC-IO,  and  L-1011)  equipment. 


L 


Provided,  That  subject  to  the  provision 
of  §  288.8,  the  minimum  rates  set  forth 
above  shall  not  be  applicable  to  passen¬ 
gers  or  cargo  carried  on  a  particular  trip 
in  excess  of  the  amount  that  the  contract 
calls  for  DOD  to  supply  and  the  carrier 
to  provide  space; 

And  provided  further.  That  if  a  carrier 
performs  a  one-way  charter  flight  carry¬ 
ing  nonmilitary  traffic  for  a  nonmilitary 
user,  the  carrier  may  charter  the  return 
flight  of  that  aircraft  to  DOD  at  a  pub¬ 
lished  one-way  charter  tariff  rate  that  is 
in  fact  available  to  the  general  public 
for  equivalent  services. 

*  »  *  *  * 

(d)  For  Category  A  transportation 
services,  performed  on  and  after — 

(1)  Passengers,  6.951  cents  per  passen¬ 
ger-mile. 

(2)  Cargo,  28.825  cents  per  ton-mile. 

(3)  The  foregoing  rates  per  passenger- 
mile  and  per  ton-mile  shall  be  applied 
to  the  shortest  mileage  between  the  com¬ 
mercial  air  carrier  points  as  set  forth  in 
the  latest  lATA  Mileage  Manual  used  to 
compute  point-to-point  passenger  fares 
and  cargo  rates  per  pound. 

(4)  For  cargo  services  to/from  mili¬ 
tary  bases  outside  the  United  States,  the 
rates  per  pound  shall  not  be  less  than  the 
rate  to/from  the  nearest  commercial 
point,  computed  in  accordance  with  sub- 
paragraphs  (2)  and  (3)  of  this  para¬ 
graph. 

(5)  The  cargo  charges  determined  in 
accordance  with  subparagraphs  (2) 


through  (4)  of  this  paragraph  shall  be 
applied  on  the  basis  of  a  standard  weight 
per  pallet  of  4,980  pounds  for  B-747  air¬ 
craft  and  3,750  pounds  for  all  other  air¬ 
craft  types. 

*  *  *  •  • 

2.  Amend  §  288.8  to  read  as  follows: 

§  228.8  Minimum  aircraft  loads. 

The  minimum  charges  established  in 
§  288.7(a)  shall  be  deemed  economic  only 
when  the  resulting  revenues  are  at  least 
the  equivalent  of  such  charges  applied 
to  the  following  minimum  loads : 


Number  of 
passengers, 
all- 

All- 

Con- 

Aircraft  type 

passenger 

cargo 

vertible 

and 

flights 

flights 

convertible 

flights 

B-747 . 

376 

90 

90 

DGr-10-40 . 

280  ... 

DC-10-30 . 

303 

75 

76 

L-1011 . 

272  ... 

B-707-320B/C . 

166/180 

36.6 

31.7 

B  -707-300  series . 

166/180  ... 

B-707-138B . 

137  ... 

B-707-100  series 
(other) . 

149  ... 

* 

DC-8F-61.63 . 

219/260 

45 

39.0 

DC-8-62 . 

165/180  * 

39.2  .. 

DC-8F . 

166/180 

36.6 

31.7 

DC-8  (60  series) . 

166/180  ... 

DC-8  (other) . 

166/180  ... 

DC-9-30 . 

96  ... 

B-727 . 

106 

18 

16.0 

CV-990 . 

106  ... 

L-382 . 

20.7  .. 

L-100-10/'20/30 . 

20.7  .. 

Provided,  TTiat  for  the  purpose  of  this 
section,  compensation  equal  to  the  mini¬ 
mum  rate  applied  to  the  load  that  actu¬ 
ally  can  be  accommodated  shall  be  con¬ 
sidered  economic  whenever  a  carrier  is 
prevented  from  accommodating  a  load 
equal  to  the  minimum  specified  above, 
for  reasons  other  than  adverse  weather, 
off-loading  by  DOD,  or  the  bulk  of  the 
cargo  supplied  by  DOD,  but  in  no  event 
less  than  90  percent  of  the  above  mini¬ 
mum  loads.  For  purpose  of  this  proviso, 
failure  by  tMe  carrier  to  accommodate 
more  than  12  loaded  pallets  on  the  B- 
707-320B/C  and  DC-8F  aircraft,  and  16 
loaded  pallets  on  the  DC-8-61 /63  air¬ 
craft,  irrespective  of  the  total  weight 
there<ff ,  on  the  all-cargo  segment  of  any 
convertible  charter  flight,  due  to  the 
presence  of  galley  equipment  and/or 
crew  facilities  on  the  main  deck  of  the 
aircraft  for  use  on  that  convertible 
charter  flight,  is  deemed  to  be  due  to 
the  bulk  of  the  cargo  supplied  by  DOD. 
(Secs.  204,  403,  and  416  of  the  Federal 
Aviation  Act  of  1958,  as  amended;  72 
Stat.  743,  758,  and  771,  as  amended;  49 
U.S.C.  1324,  1373,  and  1386.) 

By  the  Civil  Aeronautics  Board. 

Phyllis  T.  Kaylor, 
Secretary. 

[PR  Doc.77-32525  PUed  ll-10-77;8:45  am) 


FEDERAL  REGISTER,  VOL.  42,  NO.  218 — FRIDAY,  NOVEMBER  11,  1977 


RULES  AND  REGULATIONS 


[6320-01] 

SUBCHAPTER  F— POLICY  STATEMENTS 
[PS-76.  Amdt.  64] 

PART  399— STATEMENTS  OF  GENERAL 
POLICY 

Military  Exemptions 
AGENCY:  Civil  Aeronautics  Board. 
ACTION:  Final  Rule. 

SUMMARY:  This  final  rule  amends  the 
minimum  rate  considered  fair  and  rea¬ 
sonable  for  the  transportation  provided 
to  the  Department  of  Defense  for  indi¬ 
vidually  ticketed  military  passengers  on 
scheduled  services. 

DATES:  Adopted:  November  3, 1977. Ef¬ 
fective:  November  3, 1977. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Leonard  S.  Friedman,  Postal  and  Mil¬ 
itary  Rates  Section,  B.F.R.,  B-66b, 
Civil  Aeronautics  Board,  1825  Con¬ 
necticut  Avenue  NW.,  Washington, 
D.C,  20428,  phone:  202-673-5368. 

SUPPLEMENTARY  INFORMATION: 
Policy  Statements  Docket  No.  29387, 
Amendment  No.  54  to  Part  399.  For 
the  reasons  set  forth  in  Regulation  ER- 
1024,  being  issued  contemporaneously 


with  this  rule  amendment,  we  are 
amending  Part  399  (14  CFR  Part  399) 
effective  November  3, 1977,  as  follows: 

Amend  §  399.16(b)  to  read  as  follows: 

§  399.16  Military  exemptions. 

***** 

(b)  The  minimum  charges  considered 
fair  and  reasonable  for  the  transporta¬ 
tion  of  Category  Z  individually  ticketed 
passengers  in  foreign  and  overseas  air 
transportation  and  in  air  transportation 
between  the  48  contiguous  States  on  the 
one  hand,  and  Hawaii  or  Alaska,  on  the 
other  hand,  will  be  the  same  as  the  Cate¬ 
gory  A  passenger  rate  per  passenger  mile 
as  set  forth  in  §  288.7(d)  (1)  of  Part  288 
of  the  Economic  Regulations  (14  CFR 
Part  288),  applied  to  the  shortest  mile¬ 
age  between  the  commercial  air  carrier 
points  as  shown  in  the  current  lATA 
Manual  to  compute  point-to-point  pas¬ 
senger  fares. 

(Secs.  204,  403  and  416  of  the  Federal  Avia¬ 
tion  Act  of  1958,  as  amended;  72  Stat.  743, 
758  and  771,  as  amended;  49  U.S.C.  1324,  1373 
and  1386). 

By  the  Civil  Aeronautics  Board. 

Phyllis  T.  Kaylor, 

Secretary. 

[FR  Doc.77-32524  Filed  11-8-77:8:45  am] 


58913 


FEDERAL  REGISTER,  VOL.  42,  NO.  218— FRIDAY,  NOVEMBER  11,  1977 


